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2FEDERAL TRADE COMMISSION
Whether the FTC’s trade regulation rule concerning franchises and business
opportunity ventures should be amended to provide a presumption of a reasonable
basis for earnings forecasts or projections prepared in accordance with the
Statement on Standards for Accountants' Services on Prospective Financial
Information issued by the AICPA, notwithstanding the fact that they do not require 
use of the most probable results, is a question on which the FTC is seeking 
comment (see the 2/16/89 Fed. Reg., pp. 7041-45). The FTC said the purpose of the 
proposed rule is to reduce the costs and burdens arising from the present earnings 
claim and preemption provisions. The FTC also announced that until further notice 
franchisors using the Uniform Franchise Offering Circular (UFOC) for compliance 
may continue to follow either the Item 19 earnings claim requirements in the 
September 1975 UFOC Guidelines or the revised Item 19 requirements in the UFOC 
revisions of 11/21/86. Additional questions on which comments are sought include: 
1) Would such a presumption be likely to encourage the availability of reliable 
earnings information? 2) How should "reasonable basis" be defined so that 
franchisors are encouraged to provide earnings information to prospective 
franchisees? 3) Should the rule be amended to exclude cost analyses and break-even 
sales data from the rule's earnings claim requirements under all circumstances or 
subject to specified conditions? and 4) Should the rule be amended to require 
earnings claim disclosures in the basic disclosure document required by section 
436.1(a) of the rule, rather than in a separate earnings claim document? The FTC 
is also seeking comments about the costs and benefits of each amendment and 
whether there are circumstances in which such amendments should not apply, or 
which warrant limitations on their applicability. Written comments will be 
accepted until 4/17/89. For further information after reading the proposed 
regulation, contact Craig Tregillus at the FTC at 202/326-2970.
LABOR. DEPARTMENT OF
William H. Bailey. CPA, has been appointed chief of the Department of Labor's new
Division of Federal Employee Retirement Systems Act (FERSA) Compliance. The new 
office is an auditing division within the Office of Chief Accountant, Pension and 
Welfare Benefits Administration (PWBA). The Division of FERSA Compliance was 
established to oversee adherence to the fiduciary standards provisions of FERSA, 
the Labor Department said. Specifically, Mr. Bailey will develop and implement a 
comprehensive compliance audit program for the FERSA Thrift Savings Plan. Prior 
to joining PWBA, Mr. Bailey was chief auditor for two banks, Abu Dhabi 
International, Inc., Washington, D.C. and First American Bank of Maryland. 
Between 1977 and 1980, Mr. Bailey worked in the Washington, D.C. office of Touche 
Ross & Co. He has been a member of the AICPA since 1980.
SECURITIES AND EXCHANGE COMMISSION
A new rule that would reduce the time period for filing Form 8K. relating to changes
in accountants, and the former accountant's response to the 8K was adopted at an
SEC open meeting on 3/2/89. The rule was proposed in the 4/20/88 Federal Register 
(see the 4/25/88 Wash. Rpt.). The new rule requires registrants to file Form 8K 
within five business days of a change in accountants. Currently, registrants are 
allowed 15 calendar days to file. The time period for filing the former 
accountant's response to the 8K was reduced from 30 calendar days to 10 business 
days. The registrant must file the accountant's response within two business days
3of receipt. In addition, the former accountant may submit an interim letter to 
the registrant which also must be filed with the Commission within two days. 
Originally, the Commission proposal allowed the registrants five calendar days to 
file the Form 8K and 10 calendar days to file the accountant's response. However, 
after reviewing comments on the proposal, the Commission changed the requirement 
to business days to allow for weekends and holidays.
A new rule that revises the reporting and filing requirements for registrants that
change their fiscal year end was approved at an SEC meeting on 3/2/89. The rule 
was proposed in the 6/9/88 Federal Register (see the 6/13/88 Wash. Rpt.). The new 
rule requires the registrant to file a Form 10K when the transition period (the 
period from the end of the most recently completed fiscal year to the beginning of 
the new fiscal year) is greater than six months. If the transition period is one 
to six months, the registrant would have the option to file either a Form 10K or a 
Form 10Q. Form 10K filings would include audited financial statements while the 
financial statements in Form 10Q would not have to be audited. The rule also 
requires Form 10Q to be filed within 45 days of the end of the transition period. 
A Form 10K must be filed within 90 days. If the transition period is one month or 
less, no separate transition report is required. Instead, the transition period 
will be included in the next 10Q or 10K.
Comments are requested on certain proposed amendments to the SEC's rules to reflect
recent changes in GAAP established under newly adopted Statements of Financial
Accounting Standards (see the 2/27/89 Fed. Reg., pp. 8202-08). The SEC said the 
purpose of the proposals is to "eliminate duplicative and obsolete disclosures and 
to conform reporting requirements as necessary to achieve consistency between the 
Commission's rules, forms and policies, and existing accounting principles." The 
proposed amendments include revisions of Rule 3-19 of Regulation S-X and Items 17 
and 18 of Form 20-F that would require foreign private issuers to provide a 
statement of cash flows or substantially similar information in filings with the 
SEC. Comments should be received on or before 4/28/89. For further information 
after reading the proposed rules, contact John W. Albert or Teresa Iannaconi at 
the SEC at 202/272-2553.
TREASURY, DEPARTMENT OF
Proposed regulations affecting accident and health plans, group-term life insurance
and other welfare benefit plans, such as dependent care assistance programs, were
released by the IRS 3/2/89 and are scheduled to be published in the 3/7/89 Federal 
Register. The regulations, under sections 89 and 125 of the Internal Revenue Code 
of 1986, provide nondiscrimination rules and qualification requirements for these 
plans and affect most employers with benefit plans. The regulations reflect 
changes to the law made by the Technical and Miscellaneous Revenue Act of 1988, 
the Tax Reform Act of 1986, the Tax Reform Act of 1984, and the Revenue Act of 
1978. Because the regulations were not available by the effective date of section 
89,--1/1/89--the IRS said they contain "generous transition rules for plan 
sponsors who reasonably tried to comply with the law." Guidance is provided in 
the regulations in question-and-answer format in three general areas: 1)
Nondiscrimination rules of section 89(a); 2) Qualification requirements of section 
89(k); and 3) Cafeteria plans under section 125. The regulations also include 
numerous special transition rules, particularly for plan years beginning in 1989. 
The IRS said that although these are proposed regulations, taxpayers can rely on
4them. The regulations also provide that during a transitional period of at least 
a year, employers will be treated as having satisfied section 89 if they can show 
they made reasonable and good faith efforts to comply with section 89. Written 
comments and requests for a public hearing must be delivered or mailed on or 
before 5/8/89. For further information after reading the proposed regulations, 
contact either Felix Zech or David Munroe at the IRS at 202/535-3818.
U.S. taxpayers traveling outside the country on April 15th will no longer receive an
automatic two-month extension of time in which to file their income tax return
under temporary and proposed regulations issued by the IRS (see the 2/23/89 Fed. 
Reg., pp. 7762-63 and pp. 7783-84). The temporary and proposed regulations amend 
current regulations established by the IRS in Notice 88-40 (see Internal Revenue 
Bulletin No. 1988-13, dated 3/28/88) and apply to Federal income tax returns due 
on or after 4/15/88. However, the automatic two-month extension is still 
available for the following taxpayers: 1) Partnerships and domestic corporations 
which transact their business and keep their records and books of account outside 
the U.S. and Puerto Rico; 2) Foreign corporations which maintain an office or 
place of business within the U.S.; 3) Domestic corporations whose principal income 
is from sources within the possessions of the U.S.; 4) U.S. citizens or residents 
whose principal home is outside the U.S. and Puerto Rico; and 5) U.S. citizens and 
residents on military duty outside the U.S. and Puerto Rico. Written comments and 
requests for a public hearing must be delivered or mailed before 4/24/89. For 
further information after reading the temporary and proposed regulations, contact 
Peter J. Hanley at the IRS at 202/566-3499.
Comments on a proposed change to Form 990, Return of Organization Exempt From Income
Tax, and Form 990-PF, Return of Private Foundation, are being solicited by the IRS
(see the 2/23/89 Fed. Reg., pp. 7912-17). The proposed change would require more 
information about income-producing activities conducted by filers of those 
returns. The change is embodied in new Part VII-A, Analysis of Income-Producing 
Activities, and in new Part VII-B, Relationship of Activities to the 
Accomplishment of Exempt Purposes. The IRS said the additional information would 
provide the Congress with data needed to assess the impact of each Internal 
Revenue Code provision which shields certain types of income from the unrelated 
business income tax, as well as improving taxpayer compliance and the IRS' 
administration of the current unrelated business income provisions. The Service 
said it will devise a system of codes for each Form 990 or 990-PF filer to use to 
indicate why a particular type of income is not subject to tax. A second set of 
codes will be used to identify specific types of income that the filing 
organization acknowledges as being subject to tax. The IRS said it also intends 
to adopt a two-page version of Form 990 for 1989 and later years which tentatively 
will be numbered 990EZ. The Form 990EZ is proposed to be filed by organizations 
with gross receipts of less that $100,000 and end of year total assets below 
$500,000. Form 990EZ filers will not have to provide the detailed information 
about income-producing activities required by new Parts VII-A and VII-B for Forms 
990 and 990-PF, the IRS said. A new Part VII, Information Regarding Transfers, 
Transactions, and Relationships With Other Organizations, of Schedule A (Form 990) 
for 1988 has been added that must be completed by all section 501(c)(3) 
organizations and section 4947(a)(1) trusts. The IRS solicits comments on all 
aspects of proposed new Parts VII-A and VII-B of Form 990 and Form 990-PF for 
1989, proposed Form 990EZ for 1989, and Part VII of Schedule A for 1988. Written 
comments should be submitted by 3/31/89. For additional information after reading 
the notice, contact Robert W. Gardiner at the IRS at 202/566-9299.
5SPECIAL: JOINT COMMITTEE ON TAXATION RELEASES PAMPHLET REGARDING TAX RULES RELATING TO
FINANCIALLY TROUBLED THRIFT INSTITUTIONS
"Current Tax Rules Relating to Financially Troubled Savings and Loan Associations" is
the title of a pamphlet released by the Joint Committee on Taxation. The pamphlet 
was prepared by the Committee staff in connection with House Ways and Means 
Committee hearings on the budget implications and the current tax rules relating 
to financially troubled savings and loan associations (see the 12/19/88 and 
2/13/89 Wash. Rpts.). The pamphlet is divided into three parts as follows: Part 
I of the pamphlet is a background discussion of the thrift industry; Part II 
provides a description of the present law tax rules applicable to thrift 
institutions; and Part III provides a discussion of the issues raised by using the 
tax system to provide benefits to deposit insurers or to financially troubled 
thrift institutions. The pamphlet (JCS-3-89) is available at a cost of $1.50 from 
the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 
20402-9325. Checks or money orders should be made payable to the Superintendent 
of Documents.
SPECIAL: WAYS AND MEANS COMMITTEE ANNOUNCES ADDITIONAL HEARINGS ON LBOs
The House Ways and Means Committee has scheduled two additional days of hearings on
the tax policy issues of mergers, acquisitions, leveraged buyouts and increases in
corporate debt. The hearings have been scheduled for 3/14-15/89 beginning at 
10:00 a.m. each day in Room 1100 of the Longworth House Office Building. The 
Committee held three days of hearings on these subjects on 1/31/89 and 2/1-2/89 
(see the 12/12/88 Wash. Rpt.). Individuals who had requested to testify at the 
January and February hearings will be heard at the upcoming hearings. The 
Committee said the March hearings are expected to conclude its public hearings on 
these issues. Individuals who wish to submit written statements for the printed 
hearing record should submit six copies by the close of business on 3/29/89 to 
Robert J. Leonard, Chief Counsel, Committee on Ways and Means, U.S. House of 
Representatives, 1102 Longworth House Office Building, Washington, D.C. 20515. 
For further information about the hearing, contact the Ways and Means Committee 
staff at 202/225-1721.
SPECIAL: WAYS AND MEANS SUBCOMMITTEE HEARING ANNOUNCED ON 1989 TAX FILING SEASON
A hearing on the IRS and the 1989 tax return filing season has been scheduled for
3/16/89 by the House Ways and Means Subcommittee on Oversight. Specifically, the 
topics to be reviewed by the Subcommittee are as follows: 1) The quality and 
availability of IRS taxpayer assistance; 2) The preparedness of the IRS for the 
current filing season; 3) The clarity of tax year 1988 IRS forms and instructions; 
4) The use and planned expansion of electronic tax return filing; 5) The status of 
IRS Service Center workload inventories; and 6) The availability, utilization and 
capacity of IRS computer equipment, including the status of the Communications 
Replacement System and the Tax System Redesign plans. The hearing is scheduled to 
begin at 9:30 a.m. in Room 1100 of the Longworth House Office Building. 
Representatives of the IRS and the General Accounting Office will testify. 
Individuals who wish to submit written comments for the printed hearing record 
should submit six copies by the close of business on 4/14/89 to Robert J. Leonard, 
Chief Counsel, Committee on Ways and Means, U.S. House of Representatives, 1102 
Longworth House Office Building, Washington, D.C. 20515. For further information 
about the hearing, contact the Ways and Means Committee staff at 202/225-5522.
6SPECIAL: CPA NAMED MINORITY STAFF DIRECTOR OF JOINT ECONOMIC COMMITTEE
David R. Malpass. CPA, has been named Minority Staff Director of the Joint Economic
Committee of the U.S. Congress. The Committee studies domestic and international 
economic issues for the Senate and House of Representatives. Mr. Malpass is 
leaving his position of Deputy Assistant Secretary for Developing Nations at the 
Department of Treasury to join the Joint Economic Committee staff. He has been 
with the Treasury Department for three years and has served as deputy assistant 
secretary since April 1988. From 1986 to 1988 Mr. Malpass was Legislative Manager 
in the Office of Legislative Affairs at the Treasury Department. Prior to that, 
he served as an international economist with the Senate Budget Committee.
For further information contact Shirley Twillman at 202/737-6600
AICPA Washington Report
American Institute of Certified Public Accountants
1455 Pennsylvania Ave., N.W., Washington, D.C. 20004-1007
FIRST CLASS MAIL
